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ENGROSSED SECOND SUBSTI TUTE HOUSE BI LL 2956

State of WAshi ngton 61st Legislature 2010 Regul ar Session

By House Ways & Means (originally sponsored by Representatives
Pettigrew, WIIlianms, and Maxwel | ; by request of Governor G egoire)

READ FI RST TI ME 03/ 01/ 10.

AN ACT Relating to a hospital safety net assessnent for increased
hospital paynents to inprove health care access for the citizens of
Washi ngton; anending 2009 c¢ 564 s 209 (uncodified); reenacting and
anendi ng RCW 43.84.092; adding a new section to chapter 70.47 RCW
addi ng a new chapter to Title 74 RCW providing an expiration date; and
decl ari ng an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. PURPOSE, FIND NGS, AND | NTENT. (1) The
purpose of this chapter is to provide for a safety net assessnent on
certain Washington hospitals, which will be used solely to augnent
funding fromall other sources and thereby obtain additional funds to
restore recent reductions and to support additional paynents to
hospital s for nedicaid services.

(2) The legislature finds that:

(a) Washi ngton hospitals, working with the departnent of social and
health services, have proposed a hospital safety net assessnent to
generate additional state and federal funding for the nmedicaid program
which will be used to partially restore recent inpatient and outpatient
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reductions in hospital reinbursenment rates and provide for an increase
in hospital paynents; and

(b) The hospital safety net assessnent and hospital safety net
assessnent fund created in this chapter allows the state to generate
addi tional federal financial participation for the nmedicaid programand
provi des for increased rei nbursenent to hospitals.

(3) In adopting this chapter, it is the intent of the | egislature:

(a) To inpose a hospital safety net assessnent to be used solely
for the purposes specified in this chapter;

(b) That funds generated by the assessnent shall be used solely to
augnent all other funding sources and not as a substitute for any other
f unds;

(c) That the total anpbunt assessed not exceed the anpbunt needed, in
conbination wth all other available funds, to support the
rei nbursenent rates and ot her paynments authorized by this chapter; and

(d) To condition the assessnent on receiving federal approval for
receipt of additional f eder al fi nanci al participation and on
continuation of other funding sufficient to maintain hospital inpatient
and outpatient reinbursenent rates and small rural disproportionate
share paynents at | east at the levels in effect on June 30, 2009.

NEW SECTION. Sec. 2. DEFIN TIONS. The definitions in this
section apply throughout this chapter unless the context clearly
requires otherw se.

(1) "Certified public expenditure hospital” mneans a hospital
participating in the departnment's certified public expenditure paynent
program as descri bed i n WAC 388-550-4650 or successor rule.

(2) "Critical access hospital” neans a hospital as described in RCW
74.09. 5225.

(3) "Date of expiration of section 5001 of P.L. No. 111-5" neans
Decenber 31, 2010, or any subsequent date declared by congress to be
the term nation date of the tenporary increase in the federal nedica
assi stance percentage currently set forth in section 5001 of P.L. No.
111-5.

(4) "Departnment” neans the departnent of social and health
servi ces.

(5 "Fund" means the hospital safety net assessnent fund
establ i shed under section 3 of this act.

E2SHB 2956 p. 2
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(6) "Hospital"™ nmeans a facility licensed under chapter 70.41 RCW

(7) "Long-term acute care hospital” nmeans a hospital which has an
average inpatient |length of stay of greater than twenty-five days as
determ ned by the departnent of health.

(8) "Managed care organization"”™ neans an organi zation having a
certificate of authority or certificate of registration fromthe office
of the insurance comm ssioner that contracts with the departnent under
a conprehensive risk contract to provide prepaid health care services
to eligible clients under the departnent's nedicaid managed care
prograns, including the healthy options program

(9) "Medicaid" nmeans the nedical assistance program as established
in Title XIX of the social security act and as admnistered in the
state of WAshington by the departnment of social and health services.

(10) "Medicare cost report” neans the nedicare cost report, form
2552-96, or successor docunent.

(11) "Nonnedicare hospital inpatient day" neans total hospital
i npatient days |ess nedicare inpatient days, including nedicare days
reported for nedicare nanaged care plans, as reported on the nedicare
cost report, form 2552-96, or successor fornms, excluding all skilled
and nonskilled nursing facility days, skilled and nonskilled sw ng bed
days, nursery days, observation bed days, hospice days, hone health
agency days, and other days not typically associated with an acute care
i npati ent hospital stay.

(12) "Prospective paynent system hospital™ mnmeans a hospital
rei mbursed for inpatient and outpatient services provided to nedicaid
beneficiaries under the inpatient prospective paynent system and the
out pati ent prospective paynent system as defined in WAC 388-550-1050.
For purposes of this chapter, prospective paynent system hospital does
not include a hospital participating in the certified public
expenditure programor a bordering city hospital |ocated outside of the
state of Washington and in one of the bordering cities listed in WAC
388-501-0175 or successor regul ation.

(13) "Psychiatric hospital” neans a hospital facility |icensed as
a psychiatric hospital under chapter 71.12 RCW

(14) "Regional support network" has the sanme neani ng as provided in
RCW 71. 24. 025.

(15) "Rehabilitation hospital™ means a nedicare-certified
freestanding inpatient rehabilitation facility.
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(16) "Secretary" neans the secretary of the departnent of socia
and heal th services.

(17) "Small rural disproportionate share hospital paynent" neans a
paynment made in accordance wi th WAC 388-550-5200 or subsequently filed
regul ati on.

NEW SECTION. Sec. 3. HOSPI TAL SAFETY NET ASSESSMENT FUND. (1) A
dedi cated fund is hereby established within the state treasury to be
known as the hospital safety net assessnent fund. The purpose and use
of the fund shall be to receive and disburse funds, together wth
accrued interest, in accordance with this chapter. Moneys in the fund,
including interest earned, shall not be used or disbursed for any
purposes other than those specified in this chapter. Any anounts
expended from the fund that are |later recouped by the departnent on
audit or otherw se shall be returned to the fund.

(a) Any unexpended balance in the fund at the end of a fisca
bi enni um shall carry over into the follow ng biennium and shall be
applied to reduce the anmobunt of the assessnent under section 6(1)(c) of
this act.

(b) Any amounts remaining in the fund on July 1, 2013, shall be
used to naeke increased paynents in accordance with sections 10 and 13
of this act for any outstanding clains with dates of service prior to
July 1, 2013. Any anpunts remaining in the fund after such increased
paynents are nade shall be refunded to hospitals, pro rata according to
the amobunt paid by the hospital, subject to the limtations of federa
| aw.

(2) Al assessnents, interest, and penalties collected by the
departnent under sections 4 and 6 of this act shall be deposited into
t he fund.

(3) Disbursenents fromthe fund may be nmade only as foll ows:

(a) Subject to appropriations and the continued availability of
other funds in an anmount sufficient to naintain the | evel of nedicaid
hospital rates in effect on July 1, 2009;

(b) Upon certification by the secretary that the conditions set
forth in section 16(1) of this act have been nmet wth respect to the
assessnments inposed under section 4 (1) and (2) of this act, the
paynments provided under section 9 of this act, paynents provi ded under
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section 13(2) of this act, and any initial paynents under sections 11
and 12 of this act, funds shall be disbursed in the anbunt necessary to
make the paynents specified in those sections;

(c) Upon certification by the secretary that the conditions set
forth in section 16(1) of this act have been nmet wth respect to the
assessnents i nposed under section 4(3) of this act and the paynents
provi ded under sections 10 and 14 of this act, paynents nade subsequent
to the initial paynents under sections 11 and 12 of this act, and
paynments under section 13(3) of this act, funds shall be disbursed
periodically as necessary to make the paynents as specified in those
sections;

(d) To refund erroneous or excessive paynents made by hospitals
pursuant to this chapter;

(e) The sum of forty-nine mllion three hundred thousand dollars
per biennium may be disbursed for the purpose of ensuring that no
reductions in hospital paynent rates take place fromthe effective date
of this act until July 1, 2013;

(f) The sumof one mllion dollars per biennium my be disbursed
for paynent of adm nistrative expenses incurred by the departnent in
performng the activities authorized by this chapter;

(g) To repay the federal governnment for any excess paynents made to
hospitals fromthe fund if the assessnents or paynent increases set
forth in this chapter are deenmed out of conpliance with federal
statutes and regul ations and all appeal s have been exhausted. |n such
a case, the departnent may require hospitals receiving excess paynents
to refund the paynents in question to the fund. The state in turn
shall return funds to the federal governnment in the sanme proportion as
the original financing. |If a hospital is unable to refund paynents,
the state shall devel op a paynent plan and/ or deduct noneys fromfuture
medi cai d paynents.

NEW SECTI ON. Sec. 4. ASSESSMENTS. (1) An assessnent is inposed
as set forth in this subsection effective after the date when the
applicable conditions under section 16(1) of this act have been
satisfied through June 30, 2013, for the purpose of funding restoration
of reinbursenent rates under sections 9(1) and 13(2)(a) of this act and
fundi ng paynents nmade subsequent to the initial paynents under sections
11 and 12 of this act. Paynents under this subsection are due and
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payabl e on the first day of each cal endar quarter after the departnent
sends notice of assessnent to affected hospitals. However, the initial
assessnent is not due and payable less than thirty cal endar days after
noti ce of the amobunt due has been provided to affected hospitals.

(a) For the period beginning the date the applicable conditions
under section 16(1) of this act are net through the day prior to the
date of expiration of section 5001 of P.L. No. 111-5:

(1) Each prospective paynent system hospital shall pay an
assessnent of thirty-two dollars for each annual nonnedi care hospita
inpatient day, nultiplied by the nunber of days in the assessnent
period divided by three hundred sixty-five.

(i1) Each critical access hospital shall pay an assessnent of ten
dol lars for each annual nonnedi care hospital inpatient day, nultiplied
by the nunber of days in the assessnent period divided by three hundred
si xty-five.

(b) For the period beginning on the date of expiration of section
5001 of P.L. No. 111-5 through June 30, 2011

(1) Each prospective paynent system hospital shall pay an
assessnment of forty dollars for each annual nonnedicare hospital
inpatient day, nultiplied by the nunber of days in the assessnent
period divided by three hundred sixty-five.

(i1) Each critical access hospital shall pay an assessnent of ten
dol lars for each annual nonnedi care hospital inpatient day, nultiplied
by the nunber of days in the assessnent period divided by three hundred
si xty-five.

(c) For the period beginning July 1, 2011, through June 30, 2013:

(1) Each prospective paynent system hospital shall pay an
assessnent of forty-four dollars for each annual nonnedi care hospital
inpatient day, nultiplied by the nunber of days in the assessnent
period divided by three hundred sixty-five.

(i1) Each critical access hospital shall pay an assessnent of ten
dol lars for each annual nonnedi care hospital inpatient day, nmultiplied
by the nunber of days in the assessnent period divided by three hundred
si xty-five.

(d)(i) For purposes of (a) and (b) of this subsection, the
departnment shall determ ne each hospital's annual nonnedi care hospital
i npati ent days by sunm ng the total reported nonnedi care inpatient days
for each hospital that is not exenpt fromthe assessnent as descri bed

E2SHB 2956 p. 6
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in section 5 of this act for the relevant state fiscal year 2008
portions included in the hospital's fiscal year end reports 2007 and/ or
2008 cost reports. The departnment shall wuse nonnedicare hospital
inpatient day data for each hospital taken from the centers for
medi care and nedi cai d services' hospital 2552-96 cost report data file
as of Novenber 30, 2009, or -equivalent data collected by the
depart nent.

(i1) For purposes of (c) of this subsection, the departnent shal
determ ne each hospital's annual nonnedi care hospital inpatient days by
summ ng the total reported nonnedi care hospital inpatient days for each
hospital that is not exenpt fromthe assessnent under section 5 of this
act, taken from the nost recent publicly avail able hospital 2552-96
cost report data file or successor data file available through the
centers for nedicare and nedicaid services, as of a date to be
determ ned by the departnent. |f cost report data are unavail able from
the foregoing source for any hospital subject to the assessnent, the
departnent shall collect such information directly fromthe hospital.

(2) An assessnment is inposed in the amounts set forth in this
section for the purpose of funding the restoration of the rates under
sections 9(2) and 13(2)(b) of this act and funding the initial paynents
under sections 11 and 12 of this act, which shall be due and payable
within thirty calendar days after the departnment has transmtted a
noti ce of assessnment to hospitals. Such notice shall be transmtted
i mredi ately upon determination by the secretary that the applicable
condi tions established by section 16(1) of this act have been net.

(a) Prospective paynent system hospitals.

(1) Each prospective paynent system hospital shall pay an
assessnment of thirty dollars for each annual nonnedicare hospital
i npatient day up to sixty thousand per year, multiplied by a ratio, the
numer at or of which is the nunber of days between June 30, 2009, and the
day after the applicable conditions established by section 16(1) of
this act have been nmet and the denom nator of which is three hundred
si xty-five.

(1i) Each prospective paynent system hospital shall pay an
assessnent of one dollar for each annual nonnedi care hospital inpatient
day over and above sixty thousand per year, nmultiplied by a ratio, the
nuner at or of which is the nunber of days between June 30, 2009, and the
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day after the applicable conditions established by section 16(1) of
this act have been net and the denom nator of which is three hundred
si xty-five.

(b) Each critical access hospital shall pay an assessnent of ten
dol lars for each annual nonnedi care hospital inpatient day, nultiplied
by a ratio, the nunerator of which is the nunber of days between June
30, 2009, and the day after the applicable conditions established by
section 16(1) of this act have been net and the denom nator of which is
t hree hundred sixty-five.

(c) For purposes of this subsection, the departnent shall determ ne
each hospital's annual nonmedi care hospital inpatient days by sunm ng
the total reported nonnedicare inpatient days for each hospital that is
not exenpt fromthe assessnent as described in section 5 of this act
for the relevant state fiscal year 2008 portions included in the
hospital's fiscal year end reports 2007 and/or 2008 cost reports. The
departnent shall use nonnedi care hospital inpatient day data for each
hospital taken from the centers for nedicare and nedicaid services'
hospital 2552-96 cost report data file as of Novenber 30, 2009, or
equi val ent data coll ected by the departnent.

(3) An assessnent is inposed as set forth in this subsection for
the period February 1, 2010, through June 30, 2013, for the purpose of
fundi ng i ncreased hospital paynents under sections 10 and 13(3) of this
act, which shall be due and payable on the first day of each cal endar
quarter after the departnent has sent notice of the assessnent to each
affected hospital, provided that the initial assessnent shall be
transmtted only after the secretary has determ ned that the applicable
condi tions established by section 16(1) of this act have been satisfied
and shall be payable no less than thirty calendar days after the
departnent sends notice of the anpbunt due to affected hospitals. The
initial assessnent shall include the full amount due from February 1,
2010, through the date of the notice.

(a) For the period February 1, 2010, through the day prior to the
date of expiration of section 5001 of P.L. No. 111-5:

(1) Prospective paynent system hospitals.

(A) Each prospective paynent system hospital shall pay an
assessnent of one hundred ni neteen dollars for each annual nonnedi care
hospital inpatient day up to sixty thousand per year, multiplied by the

E2SHB 2956 p. 8
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nunber of days in the assessnent period divided by three hundred sixty-
five.

(B) Each prospective paynent system hospital shall pay an
assessnment of five dollars for each annual nonnmedicare hospital
i npati ent day over and above sixty thousand per year, nultiplied by the
nunber of days in the assessnent period divided by three hundred sixty-
five.

(i1) Each psychiatric hospital and each rehabilitation hospita
shall pay an assessnent of thirty-one dollars for each annual
nonnedi care hospital inpatient day, nultiplied by the nunber of days in
t he assessnent period divided by three hundred sixty-five.

(b) For the period beginning on the date of expiration of section
5001 of P.L. No. 111-5 through June 30, 2011:

(1) Prospective paynent system hospitals.

(A) Each prospective paynent system hospital shall pay an
assessnent of one hundred fifty dollars for each annual nonnedicare
i npatient day up to sixty thousand per year, nultiplied by the nunber
of days in the assessnent period divided by three hundred sixty-five.

(B) Each prospective paynent system hospital shall pay an
assessnment of six dollars for each annual nonnedicare inpatient day
over and above sixty thousand per year, nultiplied by the nunber of
days in the assessnent period divided by three hundred sixty-five. The
departnent may adjust the assessnment or the nunber of nonnedicare
hospital inpatient days used to calculate the assessnent anount if
necessary to nmaintain conpliance with federal statutes and regul ati ons
related to nedicaid program health care-rel ated t axes.

(i1) Each psychiatric hospital and each rehabilitation hospita
shall pay an assessnent of thirty-nine dollars for each annual
nonnmedi care hospital inpatient day, nultiplied by the nunber of days in
t he assessnent period divided by three hundred sixty-five.

(c) For the period beginning July 1, 2011, through June 30, 2013:

(1) Prospective paynent system hospitals.

(A) Each prospective paynent system hospital shall pay an
assessnent of one hundred fifty-six dollars for each annual nonnedi care
hospital inpatient day up to sixty thousand per year, multiplied by the
nunber of days in the assessnent period divided by three hundred sixty-
five.

p. 9 E2SHB 2956
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(B) Each prospective paynent system hospital shall pay an
assessnment of six dollars for each annual nonnedicare inpatient day
over and above sixty thousand per year, nultiplied by the nunber of
days in the assessnent period divided by three hundred sixty-five. The
departnment may adjust the assessnment or the nunber of nonnedicare
hospital inpatient days if necessary to maintain conpliance wth
federal statutes and regulations related to nedicaid program health
care-rel ated taxes.

(i1) Each psychiatric hospital and each rehabilitation hospita
shall pay an assessnent of thirty-nine dollars for each annual
nonnedi care inpatient day, multiplied by the nunber of days in the
assessnent period divided by three hundred sixty-five.

(d)(i) For purposes of (a) and (b) of this subsection, the
departnment shall determ ne each hospital's annual nonnedi care hospital
i npati ent days by sunm ng the total reported nonnedi care inpatient days
for each hospital that is not exenpt fromthe assessnent as descri bed
in section 5 of this act for the relevant state fiscal year 2008
portions included in the hospital's fiscal year end reports 2007 and/ or
2008 cost reports. The departnment shall wuse nonnedicare hospital
inpatient day data for each hospital taken from the centers for
medi care and nedi cai d services' hospital 2552-96 cost report data file
as of Novenber 30, 2009, or -equivalent data collected by the
depart nent.

(i1) For purposes of (c) of this subsection, the departnent shal
determ ne each hospital's annual nonnedi care hospital inpatient days by
summ ng the total reported nonnedi care hospital inpatient days for each
hospital that is not exenpt fromthe assessnment under section 5 of this
act, taken from the nost recent publicly avail able hospital 2552-96
cost report data file or successor data file available through the
centers for nedicare and nedicaid services, as of a date to be
determ ned by the departnent. |f cost report data are unavail able from
the foregoing source for any hospital subject to the assessnent, the
departnment shall collect such information directly fromthe hospital.

(4) Notwithstanding the provisions of section 8 of this act,
nothing in this act is intended to prohibit a hospital from including
assessnent anounts paid in accordance with this section on their
medi care and nedi cai d cost reports.
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NEW SECTION. Sec. 5. EXEMPTI ONS. The followng hospitals are
exenpt from any assessnent under this chapter provided that if and to
the extent any exenption is held invalid by a court of conpetent
jurisdiction or by the centers for mnedicare and nedicaid services,
hospital s previously exenpted shall be Iiable for assessnents due after
the date of final invalidation:

(1) Hospitals owned or operated by an agency of federal or state
government, including but not limted to western state hospital and
eastern state hospital

(2) Washington public hospitals that participate in the certified
publ i ¢ expenditure program

(3) Hospitals that do not charge directly or indirectly for
hospi tal services; and

(4) Long-termacute care hospitals.

NEW SECTION. Sec. 6. ADM N STRATION AND COLLECTI ON. (1) The
departnent, in cooperation with the office of financial nmanagenent,
shall develop rules for determining the amount to be assessed to
i ndi vidual hospitals, notifying individual hospitals of the assessed
anount, and collecting the anounts due. Such rule making shal
specifically include provision for:

(a) Transmttal of quarterly notices of assessnent by the
departnent to each hospital informng the hospital of its nonnmedicare
hospital inpatient days and the assessnent anmount due and payable.
Such quarterly notices shall be sent to each hospital at least thirty
cal endar days prior to the due date for the quarterly assessnent
paymnent .

(b) Interest on delinquent assessnents at the rate specified in RCW
82. 32. 050.

(c) Adjustnent of the assessnent anobunts as fol |l ows:

(i) For each fiscal year beginning July 1, 2010, the assessnent
anmounts under section 4 (1) and (3) of this act nay be adjusted as
fol |l ows:

(A) If sufficient other funds for hospitals, including any increase
in federal financial participation for hospital paynents in addition to
what is provided under section 5001 of P.L. No. 111-5, are available to
support the rei nbursenent rates and ot her paynents under section 9, 10,
11, 12, or 13 of this act wthout utilizing the full assessnent
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aut hori zed under section 4 (1) or (3) of this act, the departnent shal
reduce the anount of the assessnent for prospective paynent system
psychiatric, and rehabilitation hospitals proportionately to the
m ni mum | evel necessary to support those rei nbursenent rates and ot her
payment s.

(B) Provided that none of the conditions set forth in section 16(2)
of this act have occurred, if the departnent's forecasts indicate that
the assessnment anmounts under section 4 (1) and (3) of this act,
together with all other available funds, are not sufficient to support
the rei nbursenent rates and ot her paynents under section 9, 10, 11, 12,
or 13 of this act, the departnent shall increase the assessnent rates
for prospective paynent system psychiatric, and rehabilitation
hospitals proportionately to the anobunt necessary to support those
rei nbursenent rates and ot her paynments, plus a contingency factor up to
ten percent of the total assessnent anount.

(C Any positive balance remaining in the fund at the end of the
fiscal year shall be applied to reduce the assessnment anount for the
subsequent fiscal year

(i) Any adjustnment to the assessnent anounts pursuant to this
subsection, and the data supporting such adjustnent, including but not
limted to relevant data |isted in subsection (2) of this section, nust
be submtted to the Washington state hospital association for review
and comment at |east sixty calendar days prior to inplenmentation of
such adjusted assessnent anmounts. Any review and comment provi ded by
t he WAshi ngton state hospital association shall not limt the ability
of the Wshington state hospital association or its nenbers to
chal | enge an adjustnent or other action by the departnent that is not
made in accordance with this chapter

(2) By Novenber 30th of each year, the departnent shall provide the
follow ng data to the Washi ngton state hospital association

(a) The fund bal ance;

(b) The ampbunt of assessnent paid by each hospital;

(c) The annual nedicaid fee-for-service paynents for inpatient
hospi tal services and outpatient hospital services; and

(d) The nedicaid healthy options inpatient and outpatient paynents
as reported by all hospitals to the departnent on disproportionate
share hospital applications. The depart nent shal | anend the
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di sproportionate share hospital application and reporting instructions
as needed to ensure that the foregoing data is reported by al
hospitals as needed in order to conply with this subsection (2)(d).

(3) The departnment shall determne the nunber of nonnedicare
hospital inpatient days for each hospital for each assessnment period.
(4) To the extent necessary, the departnent shall anend the

contracts between the nanaged care organi zati ons and t he departnent and
bet ween regi onal support networks and the departnent to i ncorporate the

provisions of section 13 of this act. The departnent shall pursue
anmendnents to the contracts as soon as possible after the effective
date of this act. The anmendnents to the contracts shall, anong ot her

provi sions, provide for increased paynent rates to nmnaged care
organi zations in accordance with section 13 of this act.

NEW SECTI ON. Sec. 7. LOCAL ASSESSMENTS OR TAXES NOT AUTHORI ZED.
Nothing in this chapter shall be construed to authorize any unit of
| ocal governnent to inpose a tax or assessnment on hospitals, including
but not limted to a tax or assessnent neasured by a hospital's incone,
ear ni ngs, bed days, or other sim/lar nmeasures.

NEW SECTI ON. Sec. 8. ASSESSMENT PART OF OPERATI NG OVERHEAD. The
i nci dence and burden of assessnents inposed under this chapter shall be
on hospitals and the expense associated with the assessnents shal
constitute a part of the operating overhead of hospitals. Hospitals
shall not increase charges or billings to patients or third party
payers as a result of the assessnents under this chapter. The
departnment may require hospitals to submt certified statenents by
their chief financial officers or equivalent officials attesting that
they have not increased charges or billings as a result of the
assessnents.

NEW SECTI ON.  Sec. 9. RESTORATION OF JUNE 30, 2009, REI MBURSEMENT
RATES. Upon satisfaction of the applicable conditions set forth in
section 16(1) of this act, the departnment shall:

(1) Reinstitute the nedicaid inpatient rates and outpatient fee
schedul e for hospital reinbursenent rates in effect on June 30, 2009;
and
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(2) Recal cul ate the anpbunt payable to each hospital that submtted
an otherwise allowable claim for I npati ent and outpatient
medi cai d- covered services rendered fromand after July 1, 2009, up to
and including the date when the applicable conditions under section
16(1) of this act have been satisfied, based on the inpatient and
outpatient fee-for-service rates in effect on June 30, 2009, and,
within sixty cal endar days after the date upon which the applicable
conditions set forth in section 16(1) of this act have been satisfied,
remt the difference to each hospital

NEW SECTION. Sec. 10. | NCREASED HOSPI TAL PAYMENTS. (1) Upon
satisfaction of the applicable conditions set forth in section 16(1) of
this act and for services rendered on or after February 1, 2010, the
departnment shall increase the nedicaid inpatient and outpatient
fee-for-service hospital reinbursenment rates in effect on June 30,
2009, by the percentages specified bel ow

(a) Prospective paynent system hospitals:

(1) Inpatient psychiatric services: Thirteen percent;

(1i) Inpatient services: Thirteen percent;

(1i1) Qutpatient services: Forty-one percent.

(b) Harborview nedical center and University of Washi ngton nedi cal
center:

(1) I'npatient psychiatric services: Three percent;

(1i) Inpatient services: Three percent;

(ti1) CQutpatient services: Twenty-one percent.

(c) Rehabilitation hospitals:

(1) Inpatient services: Thirteen percent;

(11) CQutpatient services: Forty-one percent;

(d) Psychiatric hospitals:

(1) Inpatient psychiatric services: Thirteen percent;

(1i) Inpatient services: Thirteen percent.

(2) For clains processed for services rendered on or after February
1, 2010, but prior to satisfaction of the applicable conditions
specified in section 16(1) of this act, the departnment shall, within
si xty cal endar days after satisfaction of those conditions, calculate
t he anmount payable to hospitals in accordance with this section and
remt the difference to each hospital that has submtted an otherw se
al l owabl e clai mfor paynent for such services.
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NEW SECTION. Sec. 11. CRITICAL ACCESS HOSPI TAL PAYMENTS. Upon
satisfaction of the applicable conditions set forth in section 16(1) of
this act, the departnent shall pay critical access hospitals that do
not qualify for or receive a small rural disproportionate share paynent
in the subject state fiscal year an access paynent of fifty dollars for
each nmedi caid inpatient day, exclusive of days on which a swing bed is
used for subacute care, fromand after July 1, 2009. Initial paynents
to hospitals, covering the period fromJuly 1, 2009, to the date when
the applicable conditions wunder section 16(1) of +this act are
satisfied, shall be mde wthin sixty calendar days after such
conditions are satisfied. Subsequent paynents shall be made to
critical access hospitals on an annual basis at the tine that
di sproportionate share eligibility and paynment for the state fisca
year are established. These paynents shall be in addition to any other
anount payable with respect to services provided by critical access
hospitals and shall not reduce any other paynents to critical access
hospi tal s.

NEW SECTI ON. Sec. 12. DI SPROPORTI ONATE SHARE HOSPI TAL PAYMENTS.
Upon satisfaction of the applicable conditions set forth in section
16(1) of this act, small rural disproportionate share paynents shall be
i ncreased to one hundred twenty percent of the level in effect as of
June 30, 2009, for the period fromand after July 1, 2009, until July
1, 2013. Initial paynents, covering the period fromJuly 1, 2009, to
t he date when the applicable conditions under section 16(1) of this act
are satisfied, shall be made within sixty cal endar days after those
conditions are satisfied. Subsequent paynents shall be nade directly
to hospitals by the departnent on a periodic basis.

NEW SECTION.  Sec. 13. | NCREASED NMANAGED CARE PAYMENTS AND
CORRESPONDI NG PAYMENTS TO HOSPI TALS. Subject to the applicable
conditions set forth in section 16(1) of this act, the departnent
shal | :

(1) Amend nedicaid-nmanaged care and regional support network
contracts as necessary in order to ensure conpliance with this chapter;

(2) Wth respect to the inpatient and outpatient rates established
by section 9 of this act:
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(a) Upon satisfaction of the applicable conditions under section
16(1) of this act, increase paynents to nmanaged care organi zati ons and
regi onal support networks as necessary to ensure that hospitals are
rei mbursed in accordance with section 9(1) of this act for services
rendered from and after the date when applicable conditions under
section 16(1) of this act have been satisfied, and pay an additiona
anopunt equal to the estimated anount of additional state taxes on
managed care organi zations or regional support networks due as a result
of the paynents wunder this section, and require nmanaged care
organi zations and regi onal support networks to nmake paynents to each
hospital in accordance with section 9 of this act. The increased
paynments nmade to hospitals pursuant to this subsection shall be in
addition to any other anounts payable to hospitals by managed care
organi zations or regional support networks and shall not affect any
ot her paynents to hospitals;

(b) Wthin sixty cal endar days after satisfaction of the applicable
condi tions under section 16(1) of this act, calculate the additiona
anmount due to each hospital to pay clainms submtted for inpatient and
out pati ent nedi cai d-covered services rendered from and after July 1,
2009, through the date when the applicable conditions under section
16(1) of this act have been satisfied, based on the rates required by
section 9(2) of this act, make paynents to managed care organi zations
and regional support networks in anmounts sufficient to pay the
addi tional anounts due to each hospital plus an additional anount equal
to the estimted amount of additional state taxes on nanaged care
organi zations or regional support networks due as a result of the
paynents under this subsection, and require managed care organi zations
and regional support networks to nmake paynments to each hospital in
accordance wth the departnent's calculations wthin forty-five
cal endar days after the departnent disburses funds for those purposes.

(3) Wth respect to the inpatient and outpatient hospital rates
est abl i shed by section 10 of this act:

(a) Upon satisfaction of the applicable conditions under section
16(1) of this act, increase paynents to managed care organi zati ons and
regi onal support networks as necessary to ensure that hospitals are
reinbursed in accordance with section 10 of this act, and pay an
addi tional amount equal to the estimated anount of additional state
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t axes on managed care organi zati ons or regional support networks due as
a result of the paynents under this section;

(b) Require managed care organizations and regional support
networks to reinburse hospitals for hospital inpatient and outpatient
services rendered after the date that the applicable conditions under
section 16(1) of this act are satisfied at rates no |lower than the
conbi ned rates established by sections 9 and 10 of this act;

(c) Wthin sixty cal endar days after satisfaction of the applicable
condi tions under section 16(1) of this act, calculate the additiona
anount due to each hospital to pay clainms submtted for inpatient and
out pati ent nedi cai d-covered services rendered from and after February
1, 2010, through the date when the applicable conditions under section
16(1) of this act are satisfied based on the rates required by section
10 of this act, mnake paynents to managed care organi zations and
regi onal support networks in anpbunts sufficient to pay the additional
anopunts due to each hospital plus an additional anmunt equal to the
estimated anount of addi ti onal state taxes on nmanaged care
organi zations or regional support networks, and require nmanaged care
organi zations and regi onal support networks to nmake paynents to each
hospital in accordance with the departnment’'s calculations within forty-
five calendar days after the departnent disburses funds for those
pur poses;

(d) Require managed care organi zations that contract with health
care organi zations that provide, directly or by contract, health care
services on a prepaid or capitated basis to make paynents to health
care organi zations for any of the hospital paynents that the managed
care organi zati ons woul d have been required to pay to hospitals under
this section if the managed care organizations did not contract with
those health care organizations, and require the nmanaged care
organi zations to require those health care organizations to nake
equi val ent paynents to the hospitals that woul d have received paynents
under this section if the managed care organi zations did not contract
with the health care organizations;

(4) The department shall ensure that the increases to the nedicaid
fee schedul es as described in section 10 of this act are included in
t he devel opnent of heal thy options prem uns.

(5) The departnent may require managed care organizations and
regi onal support networks to denonstrate conpliance with this section.
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NEW SECTION.  Sec. 14. QUALITY I NCENTIVE PAYNMENTS. (1) The
departnment, in collaboration with the health care authority, the
departnent of health, the departnent of [|abor and industries, the
Washi ngton state hospital association, the Puget Sound health alliance,
and the forum a collaboration of health carriers, physicians, and
hospitals in Washington state, shall design a system of hospital
quality incentive paynents. The design of the system shall be
submtted to the relevant policy and fiscal commttees of the
| egi sl ature by Decenber 15, 2010. The system shall be based upon the
foll ow ng principles:

(a) Evidence-based treatnent and processes shall be used to i nprove
health care outcones for hospital patients;

(b) Effective purchasing strategies to inprove the quality of
health care services should involve the wuse of comon quality
i nprovenent neasures by public and private health care purchasers,
while recognizing that sone neasures may not be appropriate for
application to specialty pediatric, psychiatric, or rehabilitation
hospi tal s;

(c) Quality neasures chosen for the system should be consistent
with the standards that have been developed by national quality
i nprovenent organizations, such as the national quality forum the
federal centers for nedicare and nedicaid services, or the federa
agency for healthcare research and quality. New reporting burdens to
hospitals should be mnim zed by giving priority to neasures hospitals
are currently required to report to governnmental agencies, such as the
hospi tal conpare neasures collected by the federal centers for nedicare
and nedi cai d servi ces;

(d) Benchmarks for each quality inprovenent nmeasure shoul d be set
at levels that are feasible for hospitals to achieve, yet represent
real inprovenents in quality and performance for a mjority of
hospitals in Washi ngton state; and

(e) Hospital performance and incentive paynents shoul d be designed
in a manner such that all noncritical access hospitals in Washington
are able to receive the incentive paynents if performance is at or
above the benchmark score set in the system established under this
section.

(2) Upon satisfaction of the applicable conditions set forth in
section 16(1) of this act, and for state fiscal year 2013 and each
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fiscal year thereafter, assessnents may be increased to support an
additional one percent increase in inpatient hospital paynments for
noncritical access hospitals that nmeet the quality incentive benchmarks
establ i shed under this section.

NEW SECTI ON.  Sec. 15. MULTI HOSPI TAL LOCATI ONS, NEWHOSPI TALS, AND
CHANGES IN OANERSHI P. (1) If an entity owns or operates nore than one
hospi tal subject to assessnent under this chapter, the entity shall pay
the assessnent for each hospital separately. However, if the entity
operates nultiple hospitals under a single nedicaid provider nunber, it
may pay the assessnent for the hospitals in the aggregate.

(2) Notwi thstanding any other provision of this chapter, if a
hospital subject to the assessnent inposed under this chapter ceases to
conduct hospital operations throughout a state fiscal year, the
assessnent for the quarter in which the cessation occurs shall be
adj usted by nmul tiplying the assessnent conputed under section 4 (1) and
(3) of this act by a fraction, the nunerator of which is the nunber of
days during the year which the hospital conducts, operates, or
mai ntains the hospital and the denom nator of which is three hundred
si xty-five. I medi ately prior to ceasing to conduct, operate, or
mai ntain a hospital, the hospital shall pay the adjusted assessnent for
the fiscal year to the extent not previously paid.

(3) Notw thstanding any other provision of this chapter, in the
case of a hospital that commences conducting, operating, or maintaining
a hospital that is not exenpt from paynent of the assessnment under
section 5 of this act and that did not conduct, operate, or maintain
such hospital throughout the cost reporting year used to determ ne the
assessnent anmount, the assessnent for that hospital shall be conputed
on the basis of the actual nunber of nonnedicare inpatient days
reported to the departnent by the hospital on a quarterly basis. The
hospital shall be eligible to receive increased paynents under this
chapter beginning on the date it comences hospital operations.

(4) Notwi thstanding any other provision of this chapter, if a
hospital previously subject to assessnent is sold or transferred to
another entity and remains subject to assessnent, the assessnent for
that hospital shall be conputed based upon the cost report data
previously submtted by that hospital. The assessnent shall be
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all ocated between the transferor and transferee based on the nunber of
days within the assessnent period that each owned, operated, or
mai nt ai ned the hospital.

NEW__ SECTION. Sec. 16. CONDI Tl ONS. (1) The assessnent,
collection, and disbursenent of funds under this chapter shall be
condi tional upon:

(a) Wthdrawal of those aspects of any pending state plan
anendnents previously submtted to the centers for nedicare and
medi cai d services that are inconsistent wth this chapter, specifically
any pending state plan anendnent related to the four percent rate
reductions for inpatient and outpatient hospital rates and elimnation
of the small rural disproportionate share hospital paynent program as
i npl enented July 1, 2009;

(b) Approval by the centers for nedicare and nedi caid services of
any state plan anendnents or waiver requests that are necessary in
order to i nplenent the applicable sections of this chapter;

(c) To the extent necessary, anendnent of contracts between the
departnent and managed care organizations in order to inplenment this
chapter; and

(d) Certification by the office of financial mnanagenent that
appropriations have been adopted that fully support the rates
established in this chapter for the upcom ng fiscal year.

(2) This chapter does not take effect or cease to be inposed, and
any noneys renmaining in the fund shall be refunded to hospitals in
proportion to the anmounts paid by such hospitals, if and to the extent
t hat :

(a) An appellate court or the centers for medicare and nedicaid
services nmakes a final determnation that any el enent of this chapter
ot her than section 11 of this act, cannot be validly inplenented,

(b) Medicaid inpatient or outpatient paynent rates for hospitals
are reduced bel ow the aggregate reinbursenent rates set forth in this
chapter;

(c) Except for paynents to the University of Washington nedica
center and harborview nedical center paynents to hospitals required
under sections 9, 10, 12, and 13 of this act are not eligible for
federal matching funds;
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(d) If other funding available for the nedicaid program is not
sufficient to maintain medicaid inpatient and outpatient reinbursenent
rates for hospitals and small rural disproportionate share paynents at
one hundred percent of the levels in effect on July 1, 2009; or

(e) If the fund is used as a substitute for or to supplant other
funds, except as authorized by section 3(3)(e) of this act.

NEW SECTI ON.  Sec. 17. SEVERABILITY. (1) The provisions of this
chapter are not severable: If the conditions set forth in section
16(1) of this act are not satisfied or if any of the circunstances set
forth in section 16(2) of this act should occur, this entire chapter
shall have no effect from that point forward, except that if the
paynment under section 11 of this act, or the application thereof to any
hospital or circunstances does not receive approval by the centers for
medi care and nedi cai d services as described in section 16(1)(b) of this
act or is determned to be unconstitutional or otherw se invalid, the
ot her provisions of this chapter or its application to hospitals or
ci rcunst ances other than those to whichit is held invalid shall not be
af fected thereby.

(2) In the event that any portion of this chapter shall have been
validly inplenmented and the entire <chapter is later rendered
i neffective under this section, prior assessnments and paynments under
the validly inplenented portions shall not be affected.

(3) In the event that the paynment under section 11 of this act, or
the application thereof to any hospital or circunstances does not
recei ve approval by the centers for nedicare and nedi caid services as
described in section 16(1)(b) of this act or is determned to be
unconstitutional or otherwise invalid, the anmount of the assessnent
shal | be adjusted under section 6(1)(c) of this act.

Sec. 18. 2009 c 564 s 209 (uncodified) is anended to read as
fol | ows:
FOR THE DEPARTMENT OF SOCI AL AND HEALTH SERVI CES- - MEDI CAL ASSI STANCE
PROGRAM

General Fund--State Appropriation (FY 2010) . . . . . . $1,597, 387,000
General Fund--State Appropriation (FY 2011) . . . . . . $1,984, 797,000
General Fund--Federal Appropriation. . . . . . . . . . $55 210,672,000
General Fund--Private/lLocal Appropriation . . . . . . . . .$12,6903, 000
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Enmer gency Medi cal Services and Trauma Care Systens

Trust Account--State Appropriation . . . . . . . . . . $15,076, 000

Tobacco Prevention and Control Account--
State Appropriation. . . . . . . . . . . . . . . . . . $3,766,000
TOTAL APPROPRIATION . . . . . . . . . . . . . . $8,824,601, 000

The appropriations in this section are subject to the follow ng
conditions and limtations:

(1) Based on quarterly expenditure reports and casel oad forecasts,
if the departnent estimates that expenditures for the nedical
assi stance programw || exceed the appropriations, the departnent shall
take steps including but not l|limted to reduction of rates or
el imnation of optional services to reduce expenditures so that tota
program costs do not exceed the annual appropriation authority.

(2) In determning financial eligibility for nedicaid-funded
services, the departnent is authorized to disregard recoveries by
Hol ocaust survivors of insurance proceeds or other assets, as defined
in RCW48. 104. 030.

(3) The legislature affirnms that it is in the state's interest for
Har bor vi ew nedi cal center to remain an econonically viabl e conponent of
the state's health care system

(4) When a person is ineligible for nmedicaid solely by reason of
residence in an institution for nmental diseases, the departnent shal
provi de the person with the sane benefits as he or she would receive if
eligible for nedicaid, using state-only funds to the extent necessary.

(5) In accordance with RCW 74.46.625, $6,000,000 of the genera
fund--federal appropriation is provided solely for supplenental
paynents to nursing honmes operated by public hospital districts. The
public hospital district shall be responsible for providing the
required nonfederal match for the supplenental paynent, and the
paynents shall not exceed the maxi num all owabl e under federal rules.
It is the legislature's intent that the paynents shall be suppl enental
to and shall not in any way offset or reduce the paynents cal cul ated
and provided in accordance with part E of chapter 74.46 RCW It is the
| egislature's further intent that costs otherwi se allowable for rate-
setting and settl enent agai nst paynents under chapter 74.46 RCW shal
not be disall owed sol ely because such costs have been paid by revenues
retained by the nursing honme from these supplenental paynents. The
suppl emental paynents are subject to retrospective interimand fina
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cost settlenments based on the nursing hones' as-filed and final
medi care cost reports. The timng of the interim and final cost
settlenments shall be at the departnment's discretion. During either the
interimcost settlenment or the final cost settlenent, the departnent

shall recoup from the public hospital districts the supplenental
paynents that exceed the nedicaid cost limt and/or the nmedicare upper
paynment |limt. The departnent shall apply federal rules for

identifying the eligible incurred nedicaid costs and the nedi care upper
paynment limt.

(6) 9$1,110,000 of the general fund--federal appropriation and
$1, 105,000 of the general fund--state appropriation for fiscal year
2011 are provided solely for grants to rural hospitals. The departnent
shall distribute the funds under a fornula that provides a relatively
| arger share of the available funding to hospitals that (a) serve a
di sproportionate share of |owincone and nedically indigent patients,
and (b) have relatively smaller net financial margins, to the extent
al l oned by the federal nedicaid program

(7) 9$9, 818,000 of the general fund--state appropriation for fisca
year 2011, and $9, 865,000 of the general fund--federal appropriation
are provided solely for grants to nonrural hospitals. The departnent
shall distribute the funds under a fornula that provides a relatively
| arger share of the available funding to hospitals that (a) serve a
di sproportionate share of |owincone and nedically indigent patients,
and (b) have relatively smaller net financial margins, to the extent
al l oned by the federal nedicaid program

(8) The departnent shall continue the inpatient hospital certified
public expenditures program for the 2009-11 biennium The program
shall apply to all public hospitals, including those owned or operated
by the state, except those classified as critical access hospitals or
state psychiatric institutions. The departnent shall submt reports to
t he governor and | egislature by Novenmber 1, 2009, and by Novenber 1
2010, that eval uate whet her savings continue to exceed costs for this

program If the certified public expenditures (CPE) program in its
current formis no |longer cost-effective to maintain, the departnent
shall submt a report to the governor and |egislature detailing

cost-effective alternative uses of |local, state, and federal resources
as a replacenent for this program During fiscal year 2010 and fi scal
year 2011, hospitals in the programshall be paid and shall retain one
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hundred percent of the federal portion of the allowable hospital cost
for each nedicaid inpatient fee-for-service claim payable by nedica

assistance and one hundred percent of the federal portion of the
maxi mum di sproportionate share hospital paynent all owabl e under federal
regul ations. Inpatient nedicaid paynents shall be established using an
al | owabl e net hodol ogy t hat approxi mates the cost of clains submtted by
the hospitals. Paynents nade to each hospital in the programin each
fiscal year of the biennium shall be conpared to a baseline anount.
The baseline ambunt wll be determned by the total of (a) the
i npatient claim paynent anounts that would have been paid during the
fiscal year had the hospital not been in the CPE program (b) one half
of the indigent assistance disproportionate share hospital paynent
anopunts paid to and retained by each hospital during fiscal year 2005,
and (c) all of the other disproportionate share hospital paynent
anpunts paid to and retai ned by each hospital during fiscal year 2005
to the extent the sane disproportionate share hospital prograns exist
in the 2009-11 biennium |f paynents during the fiscal year exceed the
hospital's baseline anmount, no additional paynents will be nmade to the
hospi tal except the federal portion of allowabl e disproportionate share
hospital paynents for which the hospital can certify allowable match

| f paynents during the fiscal year are |l ess than the baseline anount,
the hospital will be paid a state grant equal to the difference between
paynments during the fiscal year and the applicable baseline anount.
Paynment of the state grant shall be made in the applicable fiscal year
and distributed in nonthly paynents. The grants will be recal cul ated
and redistributed as the baseline is updated during the fiscal year

The grant paynents are subject to an interimsettlenment within el even
nmont hs after the end of the fiscal year. A final settlenent shall be
per f or med. To the extent that either settlenent determnes that a
hospital has received funds in excess of what it woul d have received as
described in this subsection, the hospital nust repay the excess
anounts to the state when requested. $6,570,000 of the general fund--
state appropriation for fiscal year 2010, which is appropriated in
section 204(1) of this act, and $1,500,000 of the general fund--state
appropriation for fiscal year 2011, which is appropriated in section
204(1) of this act, are provided solely for state grants for the
participating hospitals. Sufficient anounts are appropriated in this
section for the remaining state grants for the participating hospitals.
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(9) The departnment is authorized to use funds appropriated in this
section to purchase goods and supplies thr